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SUBJECT: REQUEST EOR INFORMATION ON TAXES ON ROYALTIES 
EARNED BY FOREIGN FIRMS 

REF: BOMBAY 1878 

1. ACCORDING TO AN AMENDMENT TO THE FINANCE ACT OF 1976, 

LUMPSUM PAYMENTS RECEIVED BY FOREIGN COMPANIES, UNDER AGREEMENTS 
APPROVED BY THE GOI AFTER MARCH 31, 1976, FOR THE SUPPLY OF INDUSTRIA 

L KNOW-HOW (DESIGNS, DRAWINGS, DOCUMENTATION, ETC.) OUTSIDE OF 
INDIA ARE TAXABLE AT THE RATE OF 20 PERCENT OF THE GROSS AMOUNT 
OF SUCH PAYMENTS. OTHER ROYALTY INCOME (EXCLUDING LUMPSUM PAYMENTS) 
RECEIVED BY FOREIGN COMPANIES ARE SUBJECT TO INDIAN TAXES AT THE 
FLAT RATE OF 40 PERCENT OF THE GROSS AMOUNT. NO DEDUCTIONS FOR 
EXPENSES ARE ALLOWED. 

2. PRIOR TO THE AMENDMENT, ROYALTIES RECEIVED BY FOREIGN COMPANIES 
UNDER AGREEMENTS APPROVED BY THE GOI, WERE TAXABLE AT THE RATE 
OF 52.5 PERCENT (INCLUSIVE OF SURCHARGE) ON A NET BASIS AFTER 
DEDUCTING ADMISSIBLE EXPENSES AGAINST SUCH INCOME. 
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OFFICIALS OF THE CENTRAL BOARD OE DIRECT TAXES OE THE MINISTRY 
OE EINANCE. 

4. WE ARE AIRPOUCHING COPIES OF CIRCULAR NO. 15 1 OF NOEMBER 
25, 1974 ISSUED BY THE GOI CENTRAL BOARD OE DIRECT TAXES WHICH 
OUTLINES OEEICIAL POLICY WITH RESPECT TO TAXATION OE ROYALTIES, 
TECHNICAL KNOW-HOW PAYMENTS, AND TECHNICAL SERVICE EEES TO NEA/INS 
EOR JOHNSON AND TOKYO EOR PETERS. 

5. NEA/INS: PLEASE ADVISE R L JOHNSON, JR., MANAGER (LICENSING), 

HARVEY TECHNICAL CENTER, ATLANTIC RICHEIELD COMPANY, 515 SOUTH 
ELOWER STREET, LOS ANGELES, CALIFORNIA (CABLE: ATRICCO: TELEX: 

067-7415) OE NOEOTTBD PROVIDE COPY OP THE CENTRAL BOARD OP 
DIRECT TAXES CIRCULAR TO HIM. 

6. TOKYO: PLEASE ADVISE HOWARD PETERS, VICE PRESIDENT OP ARCO 
PAR EAST LIMITED.SAXBE 
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